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The Institute’s mission is to help resolve the many special legislative, regulatory 
and tax issues confronting internationally headquartered financial institutions 
that engage in banking, securities and/or insurance activities in the United States. 

___________________________________________________________________  

      April 10, 2013     
    
The Honorable Scott Garrett 
Chairman 
Subcommittee on Capital Markets 
 and Government Sponsored Enterprises  
Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515 

The Honorable Carolyn Maloney 
Ranking Member 
Subcommittee on Capital Markets 
 and Government Sponsored Enterprises  
Committee on Financial Services 
U.S. House of Representatives 
Washington, DC 20515

 
Dear Chairman Garrett and Ranking Member Maloney:   
 
 In anticipation of the Capital Markets and Government Sponsored Enterprises 
Subcommittee hearing on “Legislative Proposals Regarding Derivatives and SEC Economic 
Analysis” the  Institute of International Bankers (“IIB”) would like to express its strong support 
for two bills under consideration by the Committee --HR 992, the Swaps Regulatory 
Improvement Act, and HR 1256, the Swaps Jurisdiction Certainty Act.   
 

HR 992 addresses a number of concerns with respect to Sec. 716 of the Dodd-Frank Act.  
In particular, it will end the unintended disparate treatment of uninsured U.S. branches and 
agencies of internationally headquartered banks (“international banks”).  HR 992 would create 
parity, treating the uninsured U.S. branches and agencies of international banks the same as U.S. 
banks, thereby aligning Sec. 716 with the long held U.S. policy of providing national treatment.   
 
 As a result of an acknowledged oversight in the drafting of Section 716, the uninsured 
U.S. branches and agencies of international banks are denied the ability accorded U.S. banks to 
continue to engage in swap activities related to their bona fide hedging and traditional bank 
activities.  Uninsured U.S. branches and agencies provide 18 percent of all commercial and 
industrial loans made by banks in the U.S.  The failure to provide them parity of treatment with 
U.S. banks could have a significant effect on lending.   
 
 This issue is only further compounded by the July 16, 2013 effective date.  Section 716 
includes a grandfather provision and enables a transition period of up to three years after the 
effective date, but these too are limited to U.S. banks and are not available to uninsured U.S. 
branches and agencies of international banks.  As a result, uninsured U.S. branches and agencies 
will have to “push out” all their existing swap positions and ongoing swap activities by July 
2013, while U.S. banks will have up to three plus years to make the transition called for by 
Section 716. 
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 In early January the Office of the Comptroller of the Currency issued guidance notifying 
insured Federal depository institutions that it was prepared to “consider favorably requests for a 
transition period pursuant to section 716(f) of the Dodd-Frank Act. . .” thereby potentially 
allowing national banks up to two additional years to come into compliance with Sec. 716.  One 
of the reasons listed in the guidance for providing this relief was to “mitigate operational and 
credit risks” citing the time necessary to undertake the actions required to come into compliance.  
Absent intervention, the uninsured branches and agencies of international banks will be required 
to push out all of their swaps in just over three months --an impossible compliance task.  HR 992 
would correct this oversight and prevent these unintended consequences.       
  
  IIB also supports HR 1256, the Swaps Jurisdiction Certainty Act.  The implementation 
of Title VII has created great uncertainty, especially for firms transacting across borders.  Given 
that the swap market is a global market with transactions taking place among counterparties in 
different countries, insuring proper alignment of U.S. rules with other countries’ rules is crucial.  
Similarly, alignment between the CFTC and SEC with respect to the cross-border application of 
their rules is critical. 
 
 Today, there are approximately 80 firms registered as swap dealers and approximately 
half of them are affiliated with internationally headquartered firms.  For internationally 
headquartered firms, registration requires compliance with CFTC rules in certain instances, 
while exemptive relief (through July 12, 2013) is being provided as the CFTC considers how 
best to address cross-border issues.  As a result, much uncertainty remains.   
 

In addition, the potential for conflicting regulations between the CFTC’s rules (and 
possibly those of the SEC) and another country’s laws has the potential to put many global swap 
dealers in the untenable position of violating one country’s rules or laws in order to comply with 
another’s.  Passage of the Swaps Jurisdiction Certainty Act would provide firms with much 
needed certainty with respect to the cross-border application of U.S. swaps and security-based 
swap rules. 
        
 Again, IIB strongly supports HR 992, the Swaps Regulatory Improvement Act, and HR 
1256, the Swaps Jurisdiction Certainty Act.  Thank you for considering our views. 
 
        

Sincerely, 
        
 
 

Sarah A. Miller 
Chief Executive Officer  

cc:  The Honorable Jeb Hensarling 
       The Honorable Maxine Waters   


